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IN THIS ISSUE 


The States and the Future 


AS THE CLIMACTIC phase of this greatest of wars is reached, 
the minds of men everywhere are turning toward the prob- 
lems to be faced when fighting ends. Indeed, as Paul G. 
Hoffman declares in this issue, “post-war is a purely relative 
term,” and although great battles will yet be the price of 
victory, we are already entering the post-war era. As meth- 
ods of demobilization are debated in the national capital, 
the people of America and their representatives in the gov- 
ernments of the forty-eight states are planning for the fu- 
ture even while they continue to work for the total winning 
of the war. 

Each of the great crises in American history has in some 
way altered the relationship between the states and the 
national government. Often, as in the great depression of 
the thirties and in the defense preparations preceding Pearl 
Harbor, the states assumed new tasks or brought new meth- 
ods and energies to the fulfillment of inherent responsi 
bilities. But often the states have lost opportunities for 
constructive service. Too often, say their critics, the states 
have acted “too little and too late” and have seen leadership 
on critical issues pass into other hands. The states have 
been charged with loss of power through default—with hav- 
ing failed to meet the challenge of the future. It cannot be 
denied that many problems once local in nature have become 
truly national and even international in scope. Conversely, 
some problems are more effectively solved by local rather 
than by state action. But a host of new problems are ever 
arising which are susceptible of state solution and must, in 
fact, be solved by state and interstate action if our union is 
to remain truly federal. 

The national government can assist the states in the build- 
ing of a better America, but it cannot insure the strength 
and vitality of the state-federal system. The states must do 
their part to make certain the continuing strength of our 
federal form of government. The effectiveness of the states 
in meeting the problems of the post-war era will in large 
measure determine their place in the federal union and, 
hence, the shape of that union in the years to come. 


WHat 1s ExpEctTep? 


The shape in which many of the post-war problems will 
present themselves is suggested by Paul G. Hoffman when 
he observes that the tremendous technological achievements 
of the war have outmoded many of the provisions in the 
statutes of the states. Calling for a reappraisal of state 
regulatory provisions, Mr. Hoffman declares that both busi- 
ness and government must recognize that “new ground 
rules are needed to meet the new situation.” The American 
people expect that their government will meet the post-war 
adjustment not with “stratospheric talk about public works” 
but with “down-to-earth action in the form of detailed blue 
prints and financial plans.’”’ What is needed, in the words 
of the Alabama State Planning Board, is “boldness and 
imagination” in the application of democratic, scientific 
methods to the problems of the present and the future. 
Post-WAR PLANNING 

In this issue, post-war planning in four states is described 
by their planning directors. It is yet too early to see with 
what success the states will solve their problems, but one 
finds in the statements of planners of California, Illinois, 


Pennsylvania, and Wisconsin a practical, Co-operative, pro. 
gressive attitude which gives promise of achievement. The 
common theme of these articles is that planning inyoly, 
co-operative effort, that it calls for the joint efforts of gov 
ernments—national, state, and local—of multitudinoys 
groups and private associations, and of individuals. It js , 
“grass roots” sort of planning that the state officials describ. 
—co-ordination, stimulation, and guidance in the state plan- 
ning board; blue prints and action in the towns, farms, and 
factories throughout the state. 

Two of the problems which will test the ingenuity of the 
states in the immediate future involve housing and taxa. 
tion. Tax problems, to be sure, we have always with us, 
but the shape in which they will present themselves to the 
state and national officials in the months ahead is described 
in articles by Roy G. Blakey, President of the National Tax 
Association, and by A. G. Hart, Research Division, Com. 
mittee for Economic Development. 

A field wherein the states may make a great contribution 
to the social and economic welfare of America is that of 
housing. Articles by Hugh R. Pomeroy, Executive Direc. 
tor of the National Association of Housing Officials, and 
Herbert U. Nelson, Executive Vice-President of the Na- 
tional Association of Real Estate Boards, describe ways in 
which the states can meet the urgent challenge which fifteen 
years of underbuilding now present. It is significant that 
both authors stress the relation of housing to good com 
munity planning, and indicate the responsibility of the states 
to assure that adequate planning for America’s future homes 
is done—and done well. 


THe NEED FoR ACTION 


Since the beginning of history man has suffered greatly 
because he lacked knowledge to solve the problems with 
which he was confronted. But today, as never in the past, 
the extent of knowledge available seems to exceed the skill 
of men in applying the things that are known to the prob- 
lems that are faced. The great wars of our time illustrate 
a tragic misapplication of knowledge—science applied to the 
destruction of humanity. But the failure to use the knowl 
edge at hand for bettering the lot of men would be a mis- 
fortune hardly less lamentable. 

Here the states, through their agencies for public plan- 
ning, have an opportunity to make a major contribution 
toward realization of the promise of American life. The 
states have wisely refrained from attempting to blue-print 
the future of America. They have undertaken the sounder 
but more difficult task of activating public and private re 
sources to apply the best knowledge available to the tasks 
ahead. In stimulating, assisting, and where desirable, pro- 
viding an agency through which related activities can be 
integrated, the planning agencies may inaugurate a new efa 
in American government and provide the world with a 
progressive, democratic example of the way in which a free 
people solve their common problems 


On the Cover 


THE CoMPosiTE photograph of blue prints, drawings, and 
architectural elevations is taken from the cover-piece 0 
the Second Interim Report of the New York State Post 
war Public Works Planning Commission. The editors ol 
STATE GOVERNMENT express their appreciation to the com 
mission for permission to reproduce this cover-piece in part 
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ie of us who believe in the fundamental princi- 
ples of states’ rights and local self-government may as well 
concede frankly that much of the almost terrifying expan- 
sion of federal encroachment upon the original domain of 
the states has come about because state governments failed 
to meet the challenge of the new day. Inadequate educa- 
tional opportunities, archaic labor laws and regulations, 
unrelieved hardships and inequities suffered by the work- 
ing people, low-pitched politics and unjust class and race 
discriminations have all too frequently caused the people to 
lift their eyes beyond the horizon of state lines and call for 
relief from the federal government. Fortunately, there has 
been an awakening social consciousness in most of the states 
with a resulting quickening interest in state government. 
The best answer, indeed the only one, to the alarming and 
rapid spread of federal encroachment is to give to the people 
a better government through state agencies. Conditions 
like these cannot be met either by harking back or moan- 
ing low. 


J. MELVILLE BROUGHTON 


Governor of North Carolina 
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ERHAPS THE BEST commentary on the urgent need 
of having our post-war plans ready is to say that, 
as I sit down to write this article, I am not sure 

but what we may be partially into “the post-war period”’ 
by the time it is published. In fact, post-war is a purely 
relative term. For the individual company, post-war be- 
gins the day its war contract is canceled, and for not a 
few companies that day has already arrived. 

This current situation, when the time for post-war 
planning is rapidly running out, is far different from 
conditions which prevailed when the Committee for 
Economic Development was first formed, in the fall of 
1942. Then—at a time when America and all of her allies 
were on the defensive, when our ships were being sunk 
in sight of bathers up and down the Atlantic coast, and 
when Japs were occupying the Aleutian Islands—post- 
war planning sounded academic, if not unpatriotic. 

Among business men, during that period, the attitude 
was almost universal that very little could be done in the 
way of specific post-war planning “until we knew what 
the government was going to do.”’ Since there was still 
much confusion prevailing over regulations governing 
conversion, it was admittedly a difficult task to anticipate 
problems of reconversion. 

However, the trustees of the CED were convinced 
that when V-Day and the period for reconversion did 
come, there was only one kind of currency that would 
pay off—and that was jobs. They were equally convinced 
that post-war jobs would not be forthcoming unless 
careful, realistic planning for such jobs was done well 
in advance. To strengthen this belief, there was ample 
evidence, even in the fall of 1942, that reconversion 
could not mean “going back’ to 1940 levels. The tre- 
mendous war production effort was expanding the 
American economy to almost unprecedented heights, and 
changing it into unrecognizable patterns. Clearly, post- 
war planning must not only be aimed forward but 
upward. 

Early research convinced the CED that, to be suc- 
cessful, the total of this forward and upward planning 
by individual enterprise must provide between 30 and 
45 per cent more production and business activity than 
in 1940, which would in turn create seven: to ten mil- 
lion new, productive, well-paid jobs. Moreover, the com- 
mittee was convinced that such planning could not wait 
for government to make the first move. If it did, those 
jobs would not be ready on V-Day and we would lose 

our Opportunity to go forward from whatever economic 
"heights our war efforts had lifted us. 

It was on the strength of such convictions, and in 


“held development” program to stimulate individual 
business employers to begin making bold, smart, for- 
ward-looking plans for more production and more jobs 


spite of negative war news, that the CED began its. 


The Home Stretch for Post-war Planning 


By G. HorrMan 


Chairman, Committee for Economic Development; President, The Studebaker Corporation 


after the war. I am glad to be 
able to report now —two 
years later —that our early 
faith has become a matter of 
works. 

Today there are two thou- 
sand community CED com- 
mittees throughout the 
United States, of which more 
than fifty thousand individual 
business men are members. 
These committees have but 
one purpose—to stimulate 
post-war planning in their 
towns and cities, and they are 
doing just that. Reports of 
their post-war employment 
surveys indicate that in most communities individual 
employers are laying plans to provide at least 20 per 
cent more jobs than they had in 1940, In many areas 
this figure is much higher. Obviously, such figures are 
based on expectations—but they are a positive sign of 
intentions by business not only to reconvert but to 
expand. And we must expand our post-war economy 
—or else. 

Fortunately, there was never a better opportunity to 
expand—nor was there ever a greater responsibility to 
take proper advantage of an opportunity. The war has 
afforded us new productive capacities, new techniques, 
new skills, and most important of all, a new sense of 
our abilities. The current slogan on many a factory wall 
and office desk, “The difficult we do immediately—the 


G. HorrMan 


impossible takes a little longer,” is a healthy sign of the ° 


times. I, personally, am convinced that the “impossible” 
will continue to be a relative term after the war—if we 
plan for it and have our plans ready. 

There is a further “if” in the present post-war plan- 
ning picture which is a matter of some concern. That is 
the tendency to center the responsibility for planning on 
industry, or on the production end of things. Obviously, 
industry should plan in detail for increased output of 
more goods and services, but there is also the equally 
important matter of planning wider distribution and 
sale of these new goods and services. To date there has 
been relatively less stress on planning in these latter 
segments of our economy. 

The explanation for this comparative lack of plan- 
ning in the distributing and selling fields lies, perhaps, 
in the lulling effect of our excessive confidence in the 
“vast accumulation of pent-up demand backed up by 
record savings.” The impression has gotten abroad that 
the only problem is to produce new goods—that the 
market is so impatiently awaiting them that “they will 
sell themselves.” This attitude ignores the fact that sav- 
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ings alone are static. They will not suddenly become pur- 
chasing power unless and until the people who have 
them also have assurances of post-war jobs from which 
they can replenish their savings. 

True, there will be a “seller's market” for a time after 
the war, but planning in the commercial field must take 
into account such basic problems as the fact that sales 
and merchandising staffs have been reduced, if not com- 
pletely disorganized, by the war ; that new staffs must be 
recruited and trained to meet new, and probably more 
competitive, post-war situations ; that wholly new lines 
of merchandise will be entering the market; that new 
selling techniques, new packaging, new advertising cam- 
paigns will be factors in the market ; that many new and 
modern selling outlets will compete with present, and 
in many cases outmoded, stores. Basically, there is just 
as great a need for bold, smart planning among commer- 
cial businesses as among industrial firms. And there is 
no more time available for the former kind of planning 
than there is for the latter. 


LocaL BusINEss PLANNING 


As a practical approach to local post-war planning, 
community CED committees are urged first to survey 
their local industrial picture; that is, to find out how 
many jobs there were in local industry in 1940, how 
many there are now, and how many are being planned. 
Once these facts have been established, a second survey 
of what employment goals commercial businesses in the 
community are planning toward can be more easily 
undertaken. If the combined surveys show that local 
business planning is not going to provide a sufficient 
level of post-war activity and employment, then the job 
becomes one of stimulating business men, both industrial 
and commercial, to raise their sights. 

Many individual business men, both in industry and 
in commerce, persist in taking a wait-and-see attitude 
toward their post-war planning, but I believe that the 
majority of the nation’s two million employers have rec- 
ognized their responsibility to get ready for their own 
individual V-Days. As a whole, we are much better 
prepared, in spite of the vastly greater size of the re- 
conversion task, than we were in 1918. The cue for 
those employers who are ready is to keep ready, because 
planning is a relative term and must be kept up to date. 
For those who are still waiting, the time to start was 
yesterday, but today may not be too late. 


NATIONAL Economic ProspL—EMs WHICH AFFECT 
PLANNING 

But there is this very sobering fact about post-war 
planning: Even if every individual business man in the 
United States, down to the smallest, were to have bold, 
smart plans ready for V-Day, we could still fail to 
achieve a high-level prosperous post-war economy. No 
individual business plan is self-sufficient. It must de- 
pend for its ultimate success on a number of factors 
which are beyond the control of individuals and which 
make up what we call the “economic climate.” The con- 
trol of this broad climate is the “second front” of post- 
war planning. It involves decision and actions governing 
such national policies as taxation ; the demobilization of 
wartime controls over production, distribution, and 


prices; regulation and availability of post-war credit 
and capital; broad policies of international trade; and 
special regulations and protection and aids for small 
business. 


CED PROJECTS 


The CED has urged individual business men to g0 
ahead and do their post-war planning on the assumption 
that these broad problems would be tackled with equal 
realism by governmental agencies—federal, state, ang 
local—who exercise control over them. However, CED 
did not, by such urging, “pass the buck,” or deny any te. 
sponsibility on the part of business men for tackling 
these broader problems. For two years the CED i 
search division, made up of a research committee of 
business men and a research advisory board of econo. 
mists and social scientists, has had under way an in- 
tensive program of study of such problems. At present 
more than a dozen major CED research projects are 
progressing, under which eminently qualified experts in 
each field are studying specific national economic prob- 
lems certain to affect the success or failure of all] post- 
war planning. These CED experts are seeking new facts 
for the guidance of national policy with the sole instrye- 
tion that their research “must be from the point of view 
of the people as a whole and not from that of any spe- 
cial political or economic groups.” 

Two CED research projects have been completed and 
published : (1) Production, Jobs and Taxes, by Dr. Har- 
old M. Groves, Professor of Economics, University of 
Wisconsin—a study of the federal tax structure from the 
point of view of the effect of specific tax policies on the 
creation of jobs. The report includes a number of com- 
prehensive suggestions on post-war tax policy. (2) The 
Liquidation of War Production, by Dr. A. D. H. Kap- 
lan, on leave from the University of Denver—including 
an analysis of the problems of cancellation of war con- 
tracts, disposal of government-owned plants, and dis- 
posal of government-owned surpluses. 

In addition to these reports, which represent the find- 
ings of their individual authors, the research committee 
issues statements on national policy setting forth CED's 
own recommendations for action in tackling these same 
broad national problems being studied by the experts. 
In this manner CED, as an organization of business 
men, seeks to make its contribution to this “second 
front” of post-war planning. 

In CED's opinion it would be equally tragic if our 
efforts to achieve a prosperous post-war economy fell 
short, either because private enterprise had failed to 
plan for individual jobs or because government had 
failed to provide a favorable climate for jobs. 


SMALL BUSINESS 


There is one special aspect of this “economic ¢li- 
mate” which is most important, and that is its effect 
on the birth and growth of new businesses. More than 
a million small businesses have ceased to exist since 
Pearl Harbor, and scarcely half that many new ones 
have been started. After the war this trend must be 
quickly reversed if our economy is to prosper. If there 


(Continued on page 432) 
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After the War? 


The States Accept the Challenge of the Future 


By ALEXANDER R. Heron, Louts WirtH, Francis A. PirKIn, AND M. W. ToRKELSON 


California 
By ALEXANDER R. HERON 


Director, California State Reconstruction and 
Reemployment Commission 


tives. This time, California faces a post-war prob- 
lem which is superlative not only in size and in 
difficulty but also in its potentiality for good. 

That war industry and military movements have 
swollen California beyond almost any other state is a 
wartime cliche. What is the state to do with the extra 
million and a half people who have flocked here in the 
last four years? Unlike the industrial east, California's 
war industries have little to reconvert back to—at least, 
they stand on little that existed before the war. Cali- 
fornia must fashion the basis for conversion almost out 
of whole cloth, to provide not only an equal but a higher 
living standard for its millions of newcomers, for its 
present resident civilian population, for its returning 
veterans, and perhaps for the millions of others who have 
passed through the state at some time during the war 
and have conceived the idea of returning permanently to 
sunshine and good living. 

California also has resources so great that they could 
be an embarrassment if mishandled. There are those 
vigorous young adults who made up most of this latest 
westward migration. They were nurtured and educated 
at the expense of other states ; now California must find 
ways of using them so that they will stay. 

There is the manufacturing talent and the manufac- 
turing plant built up during the war—it needs to be used 
for peace. 

There is the potentiality for a western shipping greater 
than ever before, and for a tremendous distributive sys- 
tem for goods and services. 

There are the great mineral resources brought into 
use by the war, now for the first time capable of being 
processed .in the same state where they were found. 

And there are the ever-present wonders of the cli- 
mate, which can make for better living for more people. 

How can these resources best be used to make the 
better post-war world for which our sons and brothers 
are fighting ? 

To answer that question, the state legislature in 1943 
created the State Reconstruction and Reemployment 


(Vives is often accused of thinking in superla- 


' Commission. The commission was not conceived in the 


notion that the solution lies in spoon-feeding. It believes 
that the state would rather not have its destiny decided 
in Washington, nor yet even in Sacramento. Rather, it 
believes that the planning and the decisions and the ac- 
tion should come from the local governments, the local 
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business men, the local consumers, the local workers who 
live in the cities and the unincorporated areas of Cali- 
fornia. The commission is doing no over-all planning for 
the state. But it is stimulating the people to plan for 
themselves. 

As part of that stimulation, the legislature directed 
the commission to study the human, natural, and eco- 
nomic resources of California and to promote plans for 
re-employment of returning veterans and displaced war 
workers, for conversion of industry and commerce to 
peacetime conditions, for development of new industries, 
and for post-war adjustment and reconstruction gen- 
erally. The commission comprises the heads of seven 
state departments: public works, finance, professional 
and vocational standards, natural resources, agriculture, 
industrial relations, and public instruction. It includes 
also the executive secretary of the governor and the 
president of the University of California. It has mobi- 
lized the leadership and initiative of the state in the ap- 
pointment, by the governor, of forty-five outstanding 
men and women to nine citizens’ advisory committees. 
These committees deal, respectively, with public works ; 
development, preservation, and restoration of industry ; 
redevelopment of trade and service establishments ; co- 
ordination of research facilities ; development of natural 
resources ; agriculture ; social and industrial welfare ; re- 
adjustment education ; and demobilized servicemen and 
women. The research talent of every state department 
has also been mobilized into a research pool whereby 
the statisticians and analysts of each agency make studies 
of post-war problems within their own particular fields 
of competence. 

By means of these leaders and a small technical and 
field staff, the commission has devoted itself, during 
this first six months of its first year, to making Cali- 
fornians aware of their problems. That awareness is 
brought about by speeches and pamphlets, by providing 
the results of factual research, and by advice and assist- 
ance. Under a four-pronged action program, the com- 
mission has developed co-operative working relation- 
ships with public agencies, private organizations, and 
industry in post-war planning. It has completed research 
studies forecasting post-war population and employment 
patterns and is engaged now in studies of trade and serv- 
ice establishments, of governmental and private income, 
of methods of community planning, and of war-stricken 
California communities. It is studying the need for ad- 
ditional legislation. And it is encouraging other state 
departments to foster their own post-war plans. 

The commission considers itself a clearing house for 
ideas—ideas for the rehabilitation of a war-distorted 
area such as the quadrupled shipbuilding city of Rich- 
mond ; ideas for the logical expansion of an industry, 
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such as the manufacturing of apparel ; ideas for the way 
in.which a city might find the money to take advantage 
of the state’s matching funds for public works plans; 
ideas for the manner in which a community might go 
about planning its physical, cultural, and economic 
future. 

The state legislature has been willing to lend more 
than advice and stimulation ; it has provided money as 
well, so that localities can be helped to take action after 
they have decided for themselves what kind of action is 
needed. A total of $169,822,500 has already been set 
aside by the state. Some $135,000,000 goes into a post- 
war employment reserve. Another $21,000,000 is to be 
used for surveys, plans, and acquisition of sites for state 
public works projects. Eleven and a half millions are 
allotted, most of it on a matching basis, to counties and 
cities for surveys, plans, specifications, sites, and rights- 


of-way for local post-war public works. Two and aq half 
million dollars is ready now for veterans’ homes and 
farms soon to come before the voters. Planning funds fo, 
interim committees of the legislature and the State Re. 
construction and Reemployment Commission come to 
some $290,000. 

Californians know that their post-war future fig, 
largely in their own hands. In the midst of their pp. 
sources and climate and strategic location, and in the 
possession of the teeming energies of their expanded 
population, they still must plan and choose. They cap 
possibly drift into a superlative post-war depression, Or 
they can actively conceive and achieve a superlative aq. 
vance—in their standard of living, in their economic 
activity, in their value to the nation. 

They are doing their level best to choose the superla- 
tive advance and to by-pass the superlative depression, 


Illinois 


By Louts WIRTH 


Director of Planning, Illinois Post-war 
Planning Commission 


LLINOIS, like every other state in the union, is not 

the kind of entity which can shape its own post-war 

destiny. The basic problems of the state are of a 
piece with those of the nation and the world. The means 
available for coping with these problems are national 
and international in scope. Illinois will not be an island 
of prosperity in a sea of post-war depression, nor a haven 
of order and well-being amidst a nation in the throes of 
chaos and want. 

Though the state is not immune to the fate of the 
larger world and its future is dependent largely upon 
broader national policies, it does not follow that Illinois 
cannot fare considerably better or worse than other 
states. Each state and each locality has problems, re- 
sources, limitations, and opportunities of its own and 
can be more or less intelligent in putting its house in 
order to meet the difficulties and responsibilities that lie 
ahead. 

The Illinois Post-war Planning Commission is the 
agency officially designated by the state to do what the 
state can do to avoid or mitigate the foreseeable prob- 
lens of transition from war to peace and to aid in post- 
war development. It is a representative, non-partisan 
body of legislators, officials, and citizens with a mandate 
to report to the policy-makers on what the problems of 
the state are, what can be done about them, and how 
best to do it. There is no assurance that its recommenda- 
tions will be carried into effect. It has only a limited 
staff and no power except the power to study and re- 
port. It must earn its prestige by the wisdom of its pro- 
posals and the good will of those to whom they are 
addressed. 

The problems of Illinois, like those of other states, 
may be subsumed under three major headings: (1) 
chronic problems and deficiencies which existed before 
the war, (2) dislocations and problems produced by 


the war, (3) problems of readjustment to peace and 
opportunities for long-range development. 

Even before the impact of war was felt, Illinois was 
far from having reached satisfactory levels of living for 
her people, as judged by acceptable standards and as 
seen in the light of her resources. Numerous surveys 
and studies and the reports of state departments con- 
tained ample evidence that as a state we had been 
negligent in attending to the health, safety, welfare, edu- 
cation, and other public services for which the state, in 
collaboration with the local communities, has assumed 
primary responsibility. If a shock were needed to bring 
us to a full recognition of our shortcomings, the figures 
of the Selective Service System on physical, mental, 
and educational deficiencies provided it. Our record on 
substandard housing, on urban and rural slums, on the 
primitive state or the total absence of community plan- 
ning, on congested traffic and highway and grade cross- 
ing accidents, on hundreds of communities without mod- 
ern water and sewer systems and without health de 
partments, on waste of mineral and agricultural re- 
sources, on unemployed and stranded population, on 
bankrupt local communities, and on the inadequacies of 
state government to deal with present day problems of 
a highly industrialized, populous state should have pro- 
vided an imposing agenda even for a pre-war planning 
agency. 

In addition to the problems that were with us before 
the war we confront the imperative challenges of war- 
time. Illinois is among the foremost states in war pfo- 
duction. This has been accompanied by the dislocation 
of people and has put heavy strains upon community 
facilities and finances. In the face of the greatly ex 
panded demand upon public institutions and _ services 
the state has-been forced, by shortages of labor and ma- 
terials, to defer much needed maintenance of institutions, 
highways, and other facilities and has had to carry on 
despite the loss of trained and experienced personnel. 

When the war ends—and for many of Illinois’ 750; 
000 servicemen and women and for many of her indus 
tries it has already ended—grave problems of readjust 
ment will emerge. It will be impossible to go back to 
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where we were, even if we were to try. The war has 

rmanently altered many features of the life of our 

ple, our industrial and agricultural situation, and our 

communities. The demobilization and reincorporation 
into community life of veterans and war workers and the 
readjustment of the state to meet the problems of em- 
Joyment, education, and welfare which must be antici- 
pated call for intensified effort if the impact of peace is 
not to be more disastrous than war itself. 

The vain attempt to go back to where we were would 
mean for many of the people and communities of Illinois 
not a “return to normalcy” but to subnormalcy. To heal 
the wounds of war and to prepare for the new expecta- 
tions that have been generated and the new opportunities 
that have emerged requires that intensive study be given 
to the state’s problems and possibilities. This the IIli- 
nois Post-war Planning Commission is attempting to 
do, recognizing fully that the state must co-ordinate its 
efforts with those of the nation and the localities. For- 
tunately Illinois has a well balanced economy, a rela- 
tively small state debt, and at least a slender surplus 
which can cushion the shock of transition. 

Like most other state planning agencies we are de- 
veloping a large-scale, long-range program of needed 
public works. Measures are being taken to provide the 
counties and other taxing units with state financial and 
other aid in planning their public works programs. A 
state Public Works Priorities Committee has been estab- 
lished which will enable us to examine the capital budget 
of the state as a whole and to designate the order of 


urgency of the projects to be recommended. The brick 
and mortar program of Illinois, however, will be con- 
sidered merely as a means for rendering necessary and 
improved services. The public works program is being 
organized in such a way that it can be synchronized 
with the fluctuations in employment and to supplement 
rather than compete with private industry. 

The directions of state planning in Illinois may best 
be summarized by listing the committees which are 
active in various fields. They are: aeronautics, agricul- 
ture, drainage basins and flood control, industrial plant 
and opportunities, inventory of labor, local planning and 
urban areas, markets and consumer demand, organic 
law and legislation, public works, resources, services, 
special problem areas, state and municipal finance, 
transportation, and veterans’ care. 

The accomplishments thus far, though largely intan- 
gible, are encouraging. The departments of the state 
government have been stimulated to think in terms of a 
decade or a generation rather than in terms of a single 
biennium for which budgets in the past have been pre- 
pared. They have come to look at the state government 
as a whole rather than merely their own departments. 
Basic information has been accumulated upon which the 
formulation of needs and goals must rest. Considerable 
progress has been made in anticipating problems and 
opportunities, and procedures have been perfected for 
composing conflicts of interests and points of view. Most 
important of all, a vision has been generated of what the 
state’s responsibility is and how it must and can be met. 


Pennsylvania 
By Francis A. PITKIN 


Executive Director, Pennsylvania State 
Planning Board 


ENNSYLVANIA is fortunate in the fact that the in- 
dustrial stimulation brought about by the war has 
resulted in less drastic population shifts than have 

ocurred in many other states. The intense demand made 
upon Pennsylvania's coal mines, its steel and light metal 
producers, and upon its many textile industries and 
shipyards to provide materials of war demanded a large 
part of the state’s labor and left comparatively little op- 
portunity. or need for the development of large tempo- 
rary war industries within the commonwealth. Con- 
version to war activities, with certain notable exceptions, 
has been largely accomplished through the expansion 
and pooling of existing facilities without heavy in-migra- 
tion of temporary employees. Reconversion to peacetime 
production will be accomplished with minimum difficulty 
in the state’s textile mills and with no need for read- 
justment in our coal mines. The large rural population 


‘of Pennsylvania, with their diversified farming interests, 


isanother source of employment stability. 

Less favorable is the fact that much of our normal in- 
dustrial employment is in the production of primary 
metals and machinery, activities which are among the 
first to feel the effect of any general reduction in em- 


ployment. On the demand for these primary metals 
also depends an important part of the production of our 
coke ovens and of our bituminous coal mines. 

The problems presented by this close integration of 
the interests of our miners and metal workers in the 
west of the state in a single industrial pattern is one re- 
ceiving very serious consideration by both state and 
local agencies. 

In the anthracite region in the northeast of the com- 
monwealth, the most important secondary occupation 
has for many years been the throwing and spinning of 
silk and the manufacture of fine textiles. It is obvious 
that here, too, is an area whose problems require clear 
thinking and energetic action before the close of the war. 

The very backbone of our American economy is pri- 
vate non-governmental employment and the primary ob- 
jective of Pennsylvania’s post-war planning is to 
strengthen the employment opportunities of the indus- 
trial and commercial enterprises now in existence and 
to assist in the creation of new and diversified enter- 
prises wherever they are needed. It is obvious that 
neither the federal nor the state government can, over 
the long term, solve problems of industrial employment. 
Stimulation, guidance, and some detailed assistance may 
come from Harrisburg or Washington, but in the final 
analysis industrial employment must be created by 
private and local initiative and not by any general gov- 
ernment. The state with 17,000 manufacturing establish- 
ments and nearly 180,000 shops and stores situated in 
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some 2,000 organized communities offers problems too 
diverse and complex to be solved intelligently by any 
central authority. 

It is recognized, however, that in the industrial emer- 
gency which is almost certain to develop at the close of 
the war, every level of government has a serious re- 
sponsibility to provide American workers, including 
our returning servicemen, with every possible oppor- 
tunity for employment. To this end, the government 
of the commonwealth is developing a program of public 
works designed to provide a cushion of jobs during the 
reconstruction period through the creation of substantial 
and vitally needed public facilities. We regard such a 
program not as a solution to the problem but as a neces- 
sary and useful expedient from which positive but lim- 
ited benefits can result. Such a program, we believe, can 
add to the wealth and the prospects of the various com- 
munities and of the commonwealth as a whole. It may 
indeed help us over serious difficulties during the first 
post-war years, but it provides no permanent answer for 
the problem of post-war employment. 

The various departments of the government of the 
commonwealth, as well as hundreds of its communities, 
are now engaged in the preparation of such a program 
of public works which includes highway and sanitation 
projects, as well as provision for needed housing and 
recreational facilities, reforestation, park development, 
and institutional construction, and which is closely co- 
ordinated with a well developed program for the con- 
servation of the natural and human resources of the 
state. The State Planning Board of the Department of 
Commerce is collecting, on a statewide basis, the sched- 
ules and priorities of these various programs of public 
construction. 

A highway construction and improvement program, 
the total cost of which is approximately $500 million, 
has been prepared by the Pennsylvania Department of 
Highways. The rate of construction will be dependent 
upon post-war conditions, and it is intended to energize 
such parts of this extensive construction as will be 
needed to absorb whatever local post-war labor surpluses 
occur. The state finances have been so managed that a 
considerable portion of the funds necessary will be 
available whenever needed without addition to the 
bonded indebtedness of the commonwealth. 

The State Aeronautical Commission of the Depart- 
ment of Commerce has developed a program of airport 
construction and extension. The commission is provid- 
ing assistance to communities throughout the state in 
planning for local airports wherever such facilities are 
likely to be needed. 

Especially important for the long-term growth of em- 
ployment opportunities in Pennsylvania is a program of 
community self-development now being urged upon the 
thousands of boroughs, townships, and municipalities 
within the state. Under this program, local planning for 
the employment of all of the community's returning 
servicemen involves positive action by all the commu- 
nity’s important interests in the search for new oppor- 
tunities and the co-ordination of the agricultural, min- 

eral, transportation, marketing, and recreational advan- 
tages of each city and town with its employment needs, 


its existing industrial pattern, and its local trade and 
manufacture. 

To facilitate this program, research agencies of the 
state are completing a resurvey of all natural resourog, 
within the commonwealth, including an analysis of aj 
important sources of water supply. Field work by the 
staff of the Pennsylvania Department of Commerce jg 
being directed toward the development of industria] Op. 
portunities, the stimulation of local industries, and as. 
sistance to the state’s war industries in solving regop. 
version problems as soon as a return to civilian many. 
facture is made possible. Emphasis is being laid on the 
modernization of products to fit the needs of a post-war 
world and upon industrial diversification in those coyp. 
ties in the state which have in the past depended mogt 
heavily for their employment upon a single type of in. 
dustry. 

The problem of employment for the increasing pro 
portion of our population over the industrial age is be. 
ing attacked through the development by the Depart. 
ment of Commerce of a program of handicrafts and 
home industries which is also applicable to the needs of 
disabled veterans temporarily or permanently unsuited 
to active industrial life. 

A re-examination of Pennsylvania's educational pro- 
gram is now being made by the Postwar Educational 
Committee which has been established by the Pennsyl- 
vania Educational Council and the State Department of 
Public Instruction, and plans are being developed to 
meet the changing needs of the post-war period as they 
affect our public school system. 

The employment crises of the last decade brought 
about the establishment of the State Planning Board in 
1934 and the Pennsylvania Department of Commerce 
in 1939. The establishment of these two agencies (which 
are now really one, since the Planning Board is a de- 
partmental board in the Department of Commerce) was 
recognition of Pennsylvania’s belief that our human te- 
sources, our natural resources, and our industrial po- 
tentialities must be wisely utilized if the commonwealth 
is to avoid recurring unemployment. 

Since these problems of the 1930's are exactly the 
same problems with which we will be concerned in the 
post-war period, the entire program of the Department 
of Commerce and the State Planning Board is and has 
been devoted for some years to what we now call “post- 
war planning.” 

In a similar manner, other state departments are 
carrying out the responsibilities which were long since 
assigned to them but which today may be called post- 
war planning because they will make a real contribution 
to the solution of our problems after the war. 

The only state agency which has been created for 
this express purpose was the Pennsylvania Postwar 
Planning Commission, which was authorized by the 
General Assembly in 1943 and which began its opera 
tions during the current year. This temporary commis 
sion is the co-ordinating agency which will review the 
post-war plans of other state and local agencies and it- 
crease their effectiveness through the avoidance of dupli- 
cation of effort and through the development of more 
effective interagency co-operation. 
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Wisconsin 
By M. W. TorKELSON 


Director of Regional Planning, Wisconsin State 
Planning Board 


HAT WISCONSIN needs during the post-war 
W ores is a market for its products, which are 

both agricultural and industrial. In return, 
Wisconsin will provide its share of the necessary mar- 
ket for the products of other states and countries. It is 
only through such commerce—the extensive exchange 
of goods and services—that a high standard of living 
and the production that is necessary to sustain it can be 
maintained. The problem that must be solved is sales, 
not production. Unless the employers of production 
workers, whether they be farmers or manufacturers, are 
satisfied that they can sell their products at a profit that 
will make their efforts worth while, they will not pro- 
duce; there will be fewer jobs, decreased buying power, 
less of everything, and the vicious spiral leading to de- 
pression will begin. The great need is an atmosphere 
that will stimulate confidence on the part of the producer 
that his product can be sold at such profit as will provide 
an incentive to carry on. Such an atmosphere cannot 
exist without a favorable attitude on the part of govern- 
ment, especially at the national level. The less that gov- 
emment does directly, while maintaining the favorable 
atmosphere, the better for all concerned. Final depend- 
ence must be on individuals, whether they be workers, 
farmers, merchants, or manufacturers, for it is they who 
support the government. While expecting government to 
maintain an attitude which will be most conducive to 
the general welfare, they must do everything possible to 
help themselves. 

Wisconsin probably comes the closest of any to being 
an “average” state. Figured almost any way that may be 
chosen, it is approximately one-fortieth of the United 
States. Its natural physical resources are not extensive, 
ascompared with its neighbors, but it has an exception- 
ally industrious and intelligent population. It has an ex- 
tensive and highly developed diversified agriculture con- 
centrating on quality and centered principally around 
dairying, in which it is the leading state. Wisconsin pro- 
duces extensively canning crops (fruit, corn, peas, etc.), 
tobacco, poultry and eggs. beef cattle, bogs, and sheep— 
and many other products less extensively. In the produc- 
tion of fur (fox and mink), Wisconsin is a leader. 
When the war came on, food production was greatly in- 
creased simply by more intensive effort on the part of 
the farmers, and accomplished with less labor and a 
constantly depreciating machinery. The war years have 
been money-makers for the farmers, and in general 
they have made wise use of the money. Debts have been 
paid and reserves accumulated. The price of land has 
increased somewhat, but not as during the last war. The 


‘extensive speculative purchases of farms so prevalent 


during the last war have not taken place, though many 
tity people are buying farms, allegedly as security. It is 
hoped that the extensive deflation of prices of farm prod- 
ucts which followed the last war will not take place. 
There will be, on the farms, a tremendous aggregate de- 


mand for machinery, household equipment, and build- 
ing material; also some money to buy with. When the 
boys come home, the farms can continue production at 
the rate prevailing during the war if the demand for 
farm products will warrant, and with adequate labor and 
machinery. If, as, when, and to the extent that the de- 
mand may be reduced, the dairy farmer must and can 
reduce his production, culling out the inferior stock from 
his herd. 

Wisconsin’s industry is also solvent. Its pre-war range 
extended from the processing of farm products, bever- 
ages, textiles, wood products (of which the most exten- 
sive was through the paper industry), non-ferrous metal 
manufacture, and up to the heaviest machinery. The 
amount of heavy industry in the Milwaukee vicinity is 
very great. There is one heavy industry which for the 
extent and variety of its multitudinous products is 
scarcely surpassed anywhere. There have been few war 
babies ; the biggest is the Badger Ordnance Works, an 
explosives plant covering some ten thousand acres. But 
most of the workers are natives who live at home. The 
shipbuilding industry has expanded greatly in several 
places, and it is here that pressing problems of employ- 
ment are most likely to oecur. Here, also, many of the 
workers are natives, however. Most of the state’s indus- 
tries were able to undertake war production with a 
minimum of plant conversion; they will be able to re- 
turn to peacetime production with a minimum of recon- 
version. There is no exotic industry of gigantic size op- 
erating on a populous in-migrated labor supply. 

The writer has no sources of information regarding 
the steps being taken by individual merchants and in- 
dustrialists in planning for their respective businesses 
during the post-war period, but has no doubt that they 
are doing all that is humanly possible. Collectively, and 
in co-operation with the University of Wisconsin, they 
are organizing the state to carry out the procedures of 
the Committee for Economic Development, with a view 
to discovering and applying all facts pertinent to the 
maintenance of a high level of production throughout the 
state, thereby attaining the highest possible level of em- 
ployment in private enterprise and the normal and neces- 
sary public services. The work is being prosecuted en- 
ergetically under the immediate direction of a prominent 
member of the faculty experienced in this particular type 
of research. It is organized to carry on to a logical con- 
clusion and is receiving the solid support of the State 
Chamber of Commerce, the State Manufacturers Asso- 
ciation, and their respective affiliates. 

Preparations for public works programs at the various 
levels of government are at various stages. They are 
very well along at the state level. An interim committee 
of the 1943 legislature, after a comprehensive study of 
the state institutions, in which it was assisted by reports 
made by the State Planning Board; recommended a long- 
term rehabilitation program estimated to cost $17.5 
million, of which $7.5 million would be carried out as 
soon as possible after the war. Provision for the latter 
has been made by the legislature and work on the con- 
struction plans, or “blue prints,” is well under way. 
They will be ready when the time comes to break dirt. 

(Continued on inside back cover) 
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Post-war Tax Problems 


Their Relation to National, State, and Local Needs, Reconversion, 
Business, Employment, National Income, and World Peace 


By Roy G. BLAKEY 


President, National Tax Association 


AST EXPERIENCE and foreseeable needs both indi- 
cate that post-war government expenditures and 
taxes will be very heavy. The expenditures and 

taxes of our national government were six times as high 
following the Civil War as preceding it. In the decade 
preceding World War I they averaged about $34 billion 
and in the decade beginning two years following that 
war, they averaged about $4 billion, that is, five or six 
times the pre-war average. Interest on the national debt 
at the end of this war will probably amount to $6 billion 
annually. When to this and ordinary expenditures we 
add those for maintenance of the post-war military 
establishment, aid to veterans, Social Security, assistance 
to foreign countries, etc., we will have a sum variously 
estimated at $18-25 billion. State and local expenditures 
will probably amount to $10 or $11 billion in addition, 
thus presenting a total tax bill of $28 to $36 billion. 
To meet such a tax bill would require one-third to 
one-half of our pre-war national income, or one-fifth 
to one-fourth of our current wartime income. The pros- 
pect is that individuals and businesses will have very 
high taxes as far ahead as we can see. As long as gov- 
ernment expenditures and taxes were as small as they 
were in pioneer days, they did not require a very large 
percentage of taxpayers’ incomes and no governmental 
unit was greatly concerned over what taxes other units 
levied. For the most part, each area of government kept 
to its own taxes and did not duplicate or seriously over- 
lap those of other levels. During the last few decades, 
however, and especially since World War I, government 
expenditures and taxes have increased greatly, and all 
units and areas of government have been raising tax 
rates, searching for more and more sources of revenue 
and adopting numerous taxes already used by other 
units or levels of government. As a result, even before 
this war, federal, state, and local governments were im- 
pinging heavily upon the various sources of revenue 
to which each of the others thought it had prior and 
superior claims. With the increased expenditures occa- 
sioned by World War II, the situation has become criti- 


Table 1 


Federal, State, and Local Tax Collections, 1939-44* 
(In billions of dollars) 


Total 
federal, Federal 

state, 
Fiscal and Total Internal Federal 
year local Jederai Customs revenue State Local deficits 
1939 13.4 5.5 3 5.2 3.6 4.3 3.6 
1940 14.5 5.7 | 5.3 2 4.7 3.7 
1941 16.9 7.8 4 7.4 4.5 4.6 5.2 
1942 23.0 13.4 4 13.0 5.0 4.6 19.7 
1943 32.2 22.5 3 22.1 5.1 46 55.9 
1944 50.9 41.2 4 40.8 5.1 4.6 54.8> 


* Data directly or indirectly from official sources. Local data since 1941 and all 
1944 data estimated. 
b Actual 1944 deficit was somewhat less than this estimate—49.6. 


cal and will require particularly careful handling if ye 
are to avoid serious consequences after the war ends. 

Table 1 gives a rough or approximate picture of ajj 
United States tax collections, and also of federal deficits 
from 1939 to 1944. The tax collections for fiscal 1943 
(ended June 30, 1943), arising mostly from incomes 
and tax rates of 1941 and 1942, are probably more like 
what may be expected in typical post-war years than the 
collections. shown for any other single year. 

Table 2 is a composite of estimates of a post-war 
federal budget. It is presented neither as a forecast nor 
as a recommendation but as an illustration of something 


Table 2 


Post-war Federal Budget (Illustrative) 
(In billions of dollars) 


Erpenditures Recetpts 

Interest on debt.... z 6.0 Income taxes 

Military. .... 7.0 Individuals. . . 80 
Non-military. .. 2.0 Corporations. . 70 
Veterans , 2.5 Estate and gift taxes. 10 
Agricultural aid 1.0 Excises. . 40 
Social Security (net) 2.0 Employment taxes. . 25 
Debt rede nption 2.0 Custo-ns 5 
Miscellaneous. 5 Miscellaneous 10 


to 
ol 


like what we may have if our post-war national income 
averages about the same as for the past three years, say 
about $120 billion. 


THREE PARTIAL REMEDIES 


The three principal ways the burdens of prospective 
post-war taxes can be lightened are by (1) seeing that 
government performs only really useful services which 
are needed and which it can provide more advantageously 
than any other agency ; (2) improving administration— 
making it as efficient and economical as possible; and 
(3) maintaining higher and steadier levels of national 
income than beforg the war. Number (1) does not mean 
that the government should fail to perform really needed 
services which the public can afford and which it can 
provide most advantageously but. if (1) and (2) are to 
be achieved fully, or even approximately, there must 
be (a) a thorough re-examination of all important gov- 
ernment services and their administration, and a deter- 
mination of which are most worth while; and (b) an 
assignment of their performance to the various units of 
government that can and will provide them most eff- 
ciently. Various taxes should be allotted to those jutis- 
dictions which can administer them most efficiently, and 
it is to be hoped that this will result in the allotment of 
funds in proportion to needs for services. 

Judging by past experience, however, it would rarely 
be the case that such assignment of services and taxes 
would provide funds in proportion to needs. To meet 
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this difficulty, counties and states have long shared taxes 
with smaller units of government and have also made 
grants-in-aid for school, highway, and other public 
welfare purposes. In recent decades the national govern- 
ment has made use of grants-in-aid on a very large scale. 
These devices to apportion funds more nearly in accord- 
ance with needs should be carefully safeguarded because 
they involve serious difficulties over home rule versus 
control from afar, dangers of extravagance, public de- 
moralization, inequity, and political misuse of funds. 
The minimization of such difficulties requires that rep- 
resentatives of all important interests and jurisdictions 
shall be alert and resourceful, continuously making the 
necessary compromises and adjustments. The success 
of government, as well as of government finance, de- 
pends largely upon the wisdom and promptness with 
which such adjustments are made. 

The fathers of the United States Constitution seemed 
to think that members of both houses of Congress would 
represent the interests of their states and local communi- 
ties, but experience seems to show that both federal 
and state legislators and administrators are generally 
too engrossed in their immediate tasks to take sufficient 
consideration of the related problems of other units or 
areas of government. Therefore, it is very important 
that the Council of State Governments, the governors of 
the states, municipal finance officers, and other repre- 
sentatives of local government and of the people gener- 
ally shall be alert and counsel with each other and with 
representatives of the federal government at all times. 
Eternal vigilance is still the price of liberty and the safe- 
guard of democratic self-government, as well as of the 
public finances of free people. 

Inasmuch as all units of government, as well as pri- 
vate individuals and enterprises, draw their funds from 
the same pool of national income, it is more or less 
obvious that there should be co-ordination of public 
services and expenditures if the best and most satisfac- 
tory use is to be made of this income. If the federal 
government takes half of a man’s income, there is ob- 
viously a limit to what his state and city can take, if 
he is to have anything left for private purposes. A sim- 
ilar principle applies in cases where several states at- 
tempt to apply full tax rates to the same estate, or to 
the income or sales of a business operating in several 
states. Other difficulties occur where the tax laws of a 
state or the nation divert extraordinarily large parts of 
taxes collected in certain areas to other areas. A differ- 
ent but perhaps equally bad situation occurs where 
matched grants-in-aid result in aiding most those areas 
which need it least or not at all, while areas most in 
need receive very little aid. 


A LarGer AND STEADIER NATIONAL INCOME 


The maintenance of a much higher and _ steadier 
national income after the war is fully as important as 


‘ficient public administration in the easing of tax bur- 


dens. With a pre-war national income of $71 to $73 
billion, $13 billion for taxes left about $60 billion for 
private and other purposes ; $30 to $35 billion of taxes 
with the same national income after the war would leave 


only about $40 billion for other purposes, but if the © 
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post-war national income is $110 to $120 billion, there 
might be $75 to $85 billion for other purposes. 

The amount of post-war national income will depend 
much upon the success of the crucial war-to-peace shift- 
ing of servicemen, war workers, machinery, and natural 


Table 3 


Income Payments to Individuals and Their Distributions 
United States, 1939-43 


(Estimates, in billions of dollars) & 


Income Payments to Individuals* 


Salaries and wages............ 5.7 49.8 61.4 79.9 100.6 120 
Direct and other relief........ 1.1 1.1 1.1 1.1 9 —18 
Social Security benefits and other 
labor 1.8 2.0 1.9 2.1 2.8 56 
Dividends and interest........ 8.9 9.2 9.7 9.3 9.8 10 
Entrepreneurial income, net 
rents, and royalties......... 13.4 14.5 18.1 23.1 27.8 107 
70.8 76.5 92.2 115.5 141.9 100 
Disposition of Income Payments*,4 
ss: Personal taxes and non- 
3.1 3.5 4.0 6.6 17.8 474 
1.3 1.4 2.0 4.7 15.8 1115 
State and local............. 1.9 1.9 1.9 1.9 2.0 5 
Equals: Disposable income of in- 
s: Consumer expenditures.. 61.7 65.7 74.6 82.0 90.5 47 
Equals: Net savings ofindividuals 6.0 7.5 13.7 26.9 33.6 460 


payments to individuals are included.” The national income inelndes undistributed 
sign indlostes decrease. 

to, not necessarily add to totals, due to rounding; estimates for 1943 are 
taxes and non-tax payments” is broken down into “Federal” 
resources from waging war to meeting peacetime civilian 
needs. Preventing unemployment is commonly consid- 
ered the chief post-war problem, but if our total man- 
power, plant, and natural resources are shifted to mak- 
ing the things all will need, and making them in the 
proportions needed at prices which will enable employ- 
ers to produce them and pay wages that will enable 
workers to buy what is produced, then there will be 
no mass unemployment and no large relief problem. 
Instead, all most important civilian needs will be met, 
individual and national incomes will be large, and neces- 
sary taxes will be relatively easy to pay. The chief diffi- 
culties of achieving the above ideal are psychological 
and political, rather than physical, as is shown by our 
doubling of production (national income) in the last 
five years (see Table 3). 

Government can help the crucial war-to-peace recon- 
version chiefly by providing a favorable atmosphere for 
legitimate private enterprise, which is the chief em- 
ployer of labor and the chief producer of national in- 
come in this country. The government can help by the 
proper planning and timing of public improvements and 
investments, and probably also by wise, temporary con- 
trol of some prices immediately following the war, by 
proper policies with respect to war contract cancella- 
tions, disposition of war inventories and plants, and 
in numerous other ways. But the main way in which 
the government can help is by providing the proper de- 
pendable environment in which able and efficient man- 
agers and workers can produce and exchange freely. 
This can be done most effectively by providing proper 
monetary, banking, and fiscal systems, by developing 
proper labor and industrial conditions and means of 
mediating differences, and by eliminating trade restric- 
tions and preventing monopolies or regulating them in 


(Continued on page 432) 
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Two Post-war Tax Plans 
from a Business Standpoint 


By A. G. Hart 


Research Division, Committee for Economic Development 


1944) come from the Twin Cities Research 

Bureau of St. Paul, Minnesota, over the names 
of twenty-four business men. Almost at the same time 
(July, 1944), a pamphlet by Beardsley Ruml and H. 
Chr. Sonne on Fiscal and Monetary Policy has been 
released on behalf of the Business Committee of the 
National Planning Association. The tax proposals in 
the latter pamphlet are only part of a larger plan, but 
comparing them with the Twin Cities proposals will help 
put both plans in perspective. 

Both pamphlets start from forecasts of expenditures 
in a typical post-war year—not including Social Security 
or any expenditures aimed to relieve unemployment. 

The make-up of the two estimates is shown in Table 
1, with actual 1939-40 expenditures for comparison. As 
may be seen from the $6 billion range recognized in the 
Twin Cities estimate, there is a good deal of room for 
doubt as to how great expenditures will turn out to be. 
This range probably should be increased if we want to 
cover all reasonably likely outcomes. The Ruml-Sonne 
$5 billion figure for military outlays, for example, as- 
sumes two million men under arms; this implies two 
years of peacetime military service, on the average, for 
each young man coming of age, which is scarcely a rock- 
bottom minimum. Yet it is quite conceivable prudence 
would call for going above the $6 billion military ex- 
penditure figure given as maximum. A range from $14 
to $24 billion—not including Social Security or any 
relief or public works expenditures aimed to relieve 
unemployment—would do fuller justice to the un- 
certainties. 


PAMPHLET on Postwar Taxes has recently (June, 


Tue Twin Cities PLAN 


Starting from the $18 billion expenditure figure, 
the Twin Cities group proceeds just as the Treasury 
and Committee on Ways and Means traditionally have 
proceeded to lay out a tax program. This program works 
out at an estimated revenue of $18 billion. The group 
states roundly (p. 7) that “a plan for the retirement 
of the debt must be instituted,” but no provision for 
debt retirement is made on the ground that (p. 22) “the 
recommended rates of taxation are believed to represent 
the maximum under which there is any reasonable hope 
of continuing the American free enterprise system by 
stimulating venture capital.’’ In short, the group feels 
that free enterprise after the war will be on the verge 
of breakdown, and that the debt retirement their prin- 
ciples call for might prove fatal. The hope is expressed, 
however, that national income can surpass the $120 
billion level (in 1942 dollars) on which the group’s 


revenue estimates are based and thus generate a surplus 
for debt retirement, and that the Congress will pledge 
the surplus for this purpose. 


The recommendations for taxes offered are about as 
detailed and concrete as those offered by the Treasy 
in preparation for the Revenue Acts of 1941, 1942, ang 
1943—in short, they amount to a blue print for the 
Revenue Act of 1946 or 1948. In terms of revenue goals, 
the key items (in billions) are: 


Excises 
Liquor $1.5 
Tobacco 1.0 
All other 1.5 
$4.0 
Customs 0.4 
Estate and gift taxes 0.5 
Miscellaneous revenues 0.3 
$5.2 
Corporation incomes 5.0 
Individual incomes 5.0 
Sales tax (5 per cent) or further 
tax on individual incomes 28 
12.8 
$18.0 


The first $5.2 billion represents essentially a resumption 
of pre-war policies, with somewhat heavier excises. The 
income tax proposals also follow precedent in looking 
for roughly equal amounts from individuals and cor- 
porations; the sales tax proposal is an innovation. 


Individual income tax rates proposed start with 10 
per cent on the first $2,000 above exemptions ; addi- 
tional taxes per dollar of additional income reach 25 
cents at $14,000 above exemptions, 40 cents at $50,000, 
and 60 cents ,(the maximum rate) at $300,000. It is 
proposed, however, to allow recipients of dividends to 
exclude two-fifths of all dividends received, which makes 
a great deal of difference. In 1940, for instance, over 
90 per cent of all taxpayers with $300,000 to $400,000 
of net income received dividends, and dividends made 
up over three-fifths of their net incomes ; while for tax- 
payers with $3,000 to $4,000 of net income, dividends 
made up only 1/19 of net incomes. The schedule of rates 
to be used if no sales tax is adopted starts at 16 per cent 
and runs up to a 75 per cent maximum. The 40 per cent 
dividend exclusion is intended to apply here also. Pro- 
posed exemptions are at wartime (1942) levels for the 
program without a sales tax, slightly higher (but below 
1941 levels) for the program with a sales tax. 
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Table 1 
PRE-WAR AND ESTIMATED POST-WAR GOVERNMENT EXPENDITURES 
(In billions of dollars per annum) 


1989-40 expenditures 
Increased to 
1942 prices and 


Object of expenditure Actual 1946 population 

$1.04 $1.3 

on debt 166 

Veterans 

agriculcure 

Other, excluding relief 

and Social Security 1.81 2.2 
n reconstruction 

development loans 0.00 0.0 

Total $6.63 $8.1 


a 
and Sonne “Minimum” conservative"’ 
$5.5 $5 _ 
5.0 5 pee 
2.0 
1.0 
3.5 5 
1.0 
$18.0 $15 $18 


Post-war estimates, 1942 Fy 


On the corporate side, a continuation of the wartime 
40 per cent basic (normal plus surtax ) rate is proposed, 
without any special tax on excess profits or on undis- 
tributed profits. An extension of the privilege of carry- 
ing net operating losses forward or backward is pro- 
posed, to apply also to individuals. 


Toe RuML-SONNE PLAN 


Rum! and Sonne also propose planning taxes to bal- 
ance a budget of $18 billion at a stated income level ; but 
they place that level at $140 billion (apparently in 1944 
dollars).' Their suggested tax structure, however, is 
fundamentally different. Thirteen billion dollars out of 
the $18 billion (instead of only $5 or $7.8 billion) is 
set as the goal for individual income taxes ; corporations 
are to be called on for $1 billion instead of $5 billion; 
excises for $3 billion instead of $4 billion ; other revenue 
sources for $1 billion instead of $1.2 billion; and a sales 
tax is excluded. 

On the individual side, the tax rates suggested are 
actually very similar to those in the no-sales-tax variant 
of the Twin Cities Plan; if the latter were applied, 
without the proposed dividend exclusion, to the esti- 
mated 1944 income distribution, the Twin Cities rates 
would yield only about $0.1 billion less than the Ruml- 
Sonne rates, out of a total individual income tax ex- 
ceeding $11 billion. The difference between the $7.8 
billion quoted by the Twin Cities group and the $13 
billion quoted by Ruml and Sonne may be accounted for 
roughly as follows (in billions) : 


Difference between $13 and $7.8 $5.2 
Adjustment of $7.8 estimate from $120 to 

$140 income level $1.5 — 1.7 
Effect of dividend exclusion in Twin Cities 

plan, at $140 level 14— 18 
Effect of higher dividends induced by 

Ruml-Sonne proposals, without divi- 

dend exclusion 0.7— 1.3 
Total accounted for $3.6 — $48 
Unexplained difference $1.6 — $0.4 


The unexplained difference represents greater pessimism 
in the Twin Cities estimates of revenue yield, which 
seem to be somewhat lower than the assumed rates and 
income level would justify, while the Ruml-Sonne es- 


‘timate seems to be somewhat over-optimistic. With all 


allowances, however, it appears clear that the Ruml- 
Sonne system of taxes would raise $2 to $3 billion more 
from individuals at a given level of national income, 


| despite the similarity of the rate structures. 


On the corporate side, Ruml and Sonne propose an 


out-and-out abolition of corporation income taxes of 
present types, substituting only a 5 per cent “franchise 
tax” and a tax on undistributed profits at the first- 
bracket rate of tax on individuals. Ruml and Sonne 
predict that part of the tax reduction would go into 
lower selling prices and higher wages. But corporate 
income after taxes, the proportion of that income going 
into dividends, and total dividends should all be consid- 
erably higher under their proposals than under the Twin 
Cities plan. This form of relief to corporations, making 
the dividend exclusion superfluous, permits raising a 
good deal more revenue from individuals with a given 
rate structure. 


CONTRAST OF UNDERLYING IDEAS 


The contrast between the two plans reflects a deep- 
seated difference of opinion on the incentive effects of 
taxation. Ruml and Sonne are chiefly concerned from 
this standpoint with avoiding taxes on the products of 
industry and on its profits in the hands of corporations— 
that is, taxes which reduce the opportunity to get more 
profit by doing more business. On the other hand, the 
Twin Cities group states (in italics, pp. 12-13): “The 
thesis of this study is that relatively heavy corporate 
income tax rates are not as harmful to the private enter- 
prise system as are heavy individual income tax rates, 
for the reason that the latter shut off at the source all 
possibility of venturing of capital by individuals.” Both 
the 40 per cent corporate tax and the sales tax are 
recommended by this group, regardless of deterrent ef- 
fects on production, as means of holding down indi- 
vidual rates, especially in the top brackets, and of 


' Both estimates are intended to represent a situation with 
“full employment,” i.e., with unemployment not much over 
two million. One hundred and forty billion dollars in 1944 
dollars is equivalent to about $131.8 billion in 1942 dollars.. 
The Twin Cities group assumes 1946 population ; the Ruml- 
Sonne estimate apparently applies to 1948 or 1950 popula- 
tion. Since the working force grows about 0.5 per cent per 
annum, the Ruml-Sonne estimate would imply about $129.9 
billion in 1942 dollars at full employment in 1946. The re- 
maining difference is presumably largely a question of 
productivity, which again traces partly to dates; five years 
after the war, the wartime gains in technology will be much 
more fully utilized than one or two years after. 

The upshot of this comparison is that the two estimates 
reflect substantial agreement as to the facts. But the stand- 
ards set for a balanced budget remain different—in 1942 
dollars, $120 billion for the Twin Cities group, about $130 
billion for Ruml-Sonne, as of 1946. 
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financing the revenue loss from the proposed exclusion 
of 40 per cent of dividends from the tax base. In short, 
they are interested in improving the position of upper- 
bracket people who are owners of corporations, irre- 
spective of the resulting tax pressures upon management. 

Ruml and Sonne are concerned for a number of rea- 
sons with eliminating the present duplication of taxes 
on the part of corporate earnings which is paid out as 
dividends. The Twin Cities group, on the other hand, 
brings in proposals which would leave that duplication 
in force,’ and do not propose any measures to iron out 
the resulting discrimination in favor of debt financing. 
In fact, they appear to think of the corporation tax as 
a disguised sales tax rather than a genuine income tax. 


ADAPTING PoLicy To CIRCUMSTANCES 


As was already indicated, the Twin Cities proposal is 
a blue print for a definite revenue measure—say, the 
Revenue Act gf 1946—to remain in force for some years. 
No allowance is made for the uncertainty of future ex- 
penditures, or for the possibility that experience may 
show either a federal surplus or a federal deficit to be 
necessary for economic stability. The justification of- 
fered is simply that the proposed rates are “a maximum’ 
and that even that maximum is likely to prove inade- 
quate for what the Twin Cities group sees as the re- 
quirements.’ The implication is a lack of faith in the 
ability of a free enterprise system either to survive 
without “sound” finance or to survive the adjustments 
necessary for “soundness.” 

On the other hand, Ruml and Sonne realize the dan- 
gers of trying to frame detailed legislation now for 
unknown conditions. Their suggested tax goals and tax 
rates are presented, in an appendix to their pamphlet, 
as illustrative—‘‘not intended as a forecast, and... 
subject to wide variations depending on events and 
facts as yet unknown or, if known, incorrectly appraised” 
(p. 38). They do urge (p. 34) that “once the tax 
machine is remodelled, every effort should be made to 
keep it simple and understandable and on a relatively 
stable basis in terms of fiscal policy. Changes in rates 
should come only in response to changes in fiscal or 
social policy.” Even after we are a few years into the 
post-war period, conditions will probably still be chang- 
ing too fast to permit guaranteeing that the best tax 
structure for one year will also be the best for the 
succeeding year; but Ruml and Sonne hedge against 


? If a corporation pays out all its net earnings in dividends 
to individual stockholders who are above exemption limits, 
40 per cent is taken in corporate taxes under the Twin 
Cities plan, and 36 per cent (three-fifths of the 60 per cent 
paid out as dividends) is subject to individual tax. The 
combined taxes would take at least 47 per cent of the cor- 
porate income, probably considerably more. 

3 Note that the argument against higher income taxes in 
the Twin Cities plan is the discouraging effect of high tar 
rates, irrespective of their revenue yield. Failure to recom- 
mend both the sales tax and the higher schedule of indi- 
vidual income tax for simultaneous use in order to permit 
debt retirement, however, can be justified only on the basis 
that the “repressive” effects of both taxes combined would 
interfere with business activity and employment. The lack 
of such a recommendation suggests that the Twin Cities 
group fears the economic effects of a budget surplus. 


this risk by proposals for flexible timing of public Works 
conservation work, and public loans, and by Varios 
other proposals. 

The designing of tax models within the general range 
of types indicated by the two here examined, and de. 
signed to yield both larger and smaller revenues, js well 
worth while. It is essential to have some concrete notion 
what sort of tax rate structure is implied by a state 
revenue goal ; and as an introductory note to the Twin 
Cities pamphlet remarks, “under actuarial scrutiny 
many excellent tax theories have to be scrapped.” ( In 
the other hand, it is premature to try to freeze post-war 
rate schedules; and it is rash to judge (as the Twi 
Cities pamphlet tries to do) the deterrent effects of stated 
rates without exploring possibilities of changes in the 
tax structure. Given the rate schedule, tax deterrents 
to investment may be greatly reduced by provisions 
for averaging of income; for high taxes mean not only 
that government pockets a large share of any profit byt 
also that government absorbs a large share of any loss 
if the loss is permitted to take effect on the taxpayer's 
liability. This is a matter not so much of capital losses 
and of losses that carry incomes into the red, as of 
losses and gains which make incomes fluctuate sharply, 
and whose tax effects could largely be corrected by 
averaging devices. Again, given the rate schedule 
tax deterrents to investment in business equities could 
be considerably mitigated by measures to put interest 
income more on a par with dividends. These matters. 
as well as the revenue yields of different rate struc- 
tures, must be canvassed thoroughly before the public 
will be ready for intelligent decision on post-war tax 
policy. 

Above all, tax proposals must be put in perspective 
in relation to prospective government expenditures, na- 
tional income, savings and the need for savings, ete. 
From this standpoint the Twin Cities study is inade- 
quate ; it makes no attempt to strike a balance between 
the requirements of financial stability and the drawbacks 
of taxes (particularly the drawbacks of taxes which 
weaken consumption markets), but proceeds merely by 
rule of thumb. Ruml and Sonne are much more success- 
ful in presenting the whole boxful of problems so that 
we can see how one problem affects the others. But 
they have only scratched the surface of one of the biggest 
questions: How can tax and fiscal policy be set up so 
that we can work rapidly toward a policy based om 
experience rather than guesswork? Pre-war experience 
was in quite a different world; and it left open a sur- 
prisingly large number of questions as to what adjust- 
ments would have helped toward higher business volume 
and employment. Post-war policy cannot avoid starting 
from forecasts which are somewhat unreliable ; and if no 
serious errors are made in the first year or two it will 
be “more luck than brains.” It is important to keep the 
initial errors as small as possible, of course. But the art 
of hitting the target is not only in getting the first shot 
reasonably close, but also in observing which way tt 
misses and how far. A nation always has to learn about 
policy by trial and error. But unless we can find ways 
to make this learning process more efficient we may 
wander for years in the wilderness of economic it 
stability. 
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Housing for the United States 


after the War’ 


By Hucu R. PoMErRoy 


Executive Director, National Association of Housing Officials 


HE ULTIMATE objective of a housing policy for 
the United States must be the provision of ade- 
quate housing for all the people. 

Post-war housing must produce dwellings serving 
the varying needs of all families. This requires making 
the best use of the existing supply, and providing new 
housing of satisfactory standard (a) for new families, 
(b) for replacement of existing substandard housing 
and of housing that becomes obsolete, (c) for relief of 
overcrowding, (d) for needs resulting from migration, 
and (e) for the maintenance of a sufficient supply of 
vacancies. 

To meet these needs and bring the housing supply 
of the nation up to a satisfactory standard within a 
period of about fifteen years after the war, private en- 
terprise and public housing together will have to produce 
an average of from one to one and one-half million 
dwelling units a year. This period may be lengthened 
by the time that it will take for the housebuilding in- 
dustry to reach maximum capacity following the war. 


GREATER PRIVATE ENTERPRISE ACTIVITY PRESUPPOSED 


The achievement of a large volume of housing in the 
post-war years presupposes greater activity on the part 
of private initiative and private investment than ever 
before. To induce the necessary infusion of capital, the 
unusual hazards attendant upon investment in housing 
must be reduced. Tendencies toward neighborhood de- 
terioration should be controlled. Variations in tax rates 
within the same metropolitan area should be equalized. 
High title costs and the uncertainties of foreclosure pro- 
ceedings should be minimized. The system of local tax- 
ation should be modified to balance the disproportionate 
load on real estate. Building codes should be revised in 
the light of technical progress, and such codes, as well 
as zoning and subdivision regulations, should be made 
uniform for metropolitan areas. Adequate means of land 
assembly and of removing obsolete buildings from the 
market are needed. 


THe Place or Pustic Hovusinec 


Private enterprise should endeavor to meet the needs 
of the market and should be given every reasonable aid 
to reach as far down the income scale as possible. It is 
the responsibility of the public to provide housing for 
families who cannot be served adequately by private 


enterprise. 


The provision of public housing is a part of the public 
tesponsibility for the general welfare. Public housing 


provides accommodations for families who cannot afford 


*An abstract of a report published under this title in 
May, 1944, by the National Association of Housing Officials. 


decent housing but who are otherwise self-supporting. 
It should not be used as a substitute for general relief 
for families whose incomes are below minimum sub- 
sistence requirements. The provision of rent relief has 
been proposed as a substitute for public housing. This 
scheme would offer no security for investment in new 
housing or other than minor improvement in existing 
housing. It would be hugely costly, would tend to per- 
petuate substandard housing, and would be socially un- 
sound in that it would require families who are self- 
supporting except for housing to go on relief. 

A clear-cut statement by public housing authorities 
of their aims, and an acceptance by private enterprise 
of the fact that there is a sector of the housing need that 
it cannot meet, should open the way for co-operation 
between the two groups. Public houging construction 
can serve to some extent as a balance wheel for the 
homebuilding industry, since it can be contracted when 
private building is at a high level and accelerated when 
the situation is reversed. 

Joint development of neighborhoods by housing au- 
thorities and private builders would facilitate the moving 
of tenants from public housing to private rental housing 
and to home ownership. Housing authorities can serve 
private operators by making available data bearing on 
the housing market. 


SUBSIDIES 


Home ownership should have the security of sound 
construction and protected neighborhoods. Home buyers 
should be encouraged to increase payments in prosper- 
ous times in order to establish reserves against pay- 
ments due in times of difficulty. 

A comprehensive housing program requires public 
subsidy to reduce rents for low-income families who 
cannot be served adequately by private enterprise, and 
may require subsidy to write off excess land costs for 
urban redevelopment, whether by public or private en- 
terprise. 

There is both a national and a local. responsibility in 
the provision of subsidy. 

Under present conditions, local subsidy for public 
housing can best be provided by tax exemption for the 
physical properties, with payments made in lieu of taxes. 
Such payments should be made in accordance with the 
ability of the tenants to pay, preferably in terms of the 
proper percentages of rental income. 

While greatly increased amounts of public housing 
can be provided under existing subsidy practices without 
materially affecting local tax rates, continued expansion 
of public housing, within its own proper field, plus ex- 
tensive urban redevelopment, may—pending extensive 
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revision of the tax system—call for increase in the rela- 
tive proportion of subsidy to be furnished by the federal 
government. States should provide subsidy to supple- 
ment that furnished locally. 


NEED AND MARKET 


Housing should be produced in accordance with as- 
certained needs as to types, quantity, income ranges, 
location, and the proportion of rental housing required. 
The actual planning for housing should be done by local 
communities in accordance with local needs and habits. 
Full account should be taken of the utility of existing 
housing that conforms with modern living standards or 
can be made acceptable by rehabilitation and modern- 
ization. 


REGULATION 


Local building codes, housing regulations, zoning, and 
subdivision control are essential to effective community 
housing programs. These regulations are interrelated 
and are as necessary for unincorporated urban areas and 
areas likely to be urbanized as for municipalities. Lack 
of, or ineffectiveness in, such regulations results in over- 
crowding the land in new subdivisions and undesirably 
high density in redeveloped areas. Regulations applying 
to existing buildings should be strengthened and should 
be merged gradually with the requirements for new 
housing. More effective means to prevent room over- 
crowding are needed. 

Local housing regulations, particularly those relating 
to vacating and condemnation of unfit dwellings, cannot 
be enforced without a program for providing housing 
for the families who would thus be dispossessed. 

The effectiveness of even the best housing, building, 
and zoning regulations depends on systematic inspection 
and vigorous enforcement. 


City PLANNING 


Good housing means a good house in a good neighbor- 
hood. Good neighborhoods can be planned only as parts 
of the entire urban community. A proper community 
plan presents a pattern of land use and facilities designed 
to serve an estimated number of families of certain 
characteristics. The provision of desirable living condi- 
tions is one of the most important of city planning pur- 
poses. The residential neighborhood should be designed 
to insure the best arrangement of housing ; ample open 
space ; protection against heavy traffic and detrimental 
uses; shopping accommodations; and the educational, 
recreational, cultural, and related facilities and services 
that make for satisfactory community life. 


LAND ACQUISITION 


Eminent domain, when needed, is an appropriate pro- 
cedure for the acquisition of land for either private or 
public housing developments, but it should be exercised 
only by a public body and in connection with develop- 
ments subject to regulation in the public interest. All 
justifiable means of reducing the acquisition cost of land 
held at exorbitant prices in blighted areas should be 
utilized. In making land available for redevelopment, 
either public or private, excessive land prices should be 
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written down to values that are sound in terms of the 
redevelopment use. 


NEIGHBORHOOD REDEVELOPMENT 


To assure desirable neighborhoods requires the Dro. 
tection of existing neighborhoods, the rehabilitation 
deteriorating neighborhoods, the clearance and rebuild. 
ing of badly decayed neighborhoods, and suitable stand. 
ards for the design of new neighborhoods, Reclamatio, 
of badly decayed neighborhoods requires the assembjj 
of the land and replanning it for its appropriate yg 
which may be housing for any income group of the 
population, commerce, industry, public facilities, pubjg 
open space, or any combination of these uses. No feeble 
approach, such as patching up the worst features of city 
decay or accepting over-dense land use, will accomplish 
any permanent useful purpose. Control over the use of 
the land acquired in the process of urban redevelopment 
should remain in the public, whether through retaining 
title to the land and leasing it for use, or through sale, 
with the necessary control and the right of recapture 
entailed on the land. An important requirement of urban 
redevelopment is that there must be available for dis. 
placed families sufficient dwellings of acceptable stand. 
ards in convenient locations and at prices within their 
means. 


RuRAL HousING 


Farm housing is directly related to the use of land 
for agricultural production. The farmhouse is part of 
the total farm “equipment” and is intimately related to 
farm operations, calling for a different design from that 
of an urban dwelling. The need for farm housing is 
determined by economic land use studies, and by anal- 
yses of rural population, both as to social characteristics 
and in relation to farm economic resources. Standards 
of healthfulness, convenience, and livability for farm 
housing should be no less than for urban housing. Rural 
housing programs should include provision of necessary 
community facilities. In order to avoid subsidizing hous- 
ing in uneconomic farm areas, rural housing plans 
should be integrated with programs for sound use of 
the land. The improvement of rural housing will require 
public aids similar to those needed for urban housing. 


LocaL INITIATIVE 


The foundations of an effective housing program for 
the nation lie in local responsibility. While their imme- 
diate function is to provide good housing for low-income 
families who cannot be served adequately by private 
operators, local housing authorities must know the 
housing needs of the entire community. In relation to an 
over-all community housing program and a compre 
hensive community plan they should seek opportunities 
for co-operating with and facilitating the operations of 
private enterprise. If the community so desires, the 
housing authority can serve as the agency for the acqui- 
sition of land for redevelopment, whether by private or 
public enterprise. The activities of housing authorities 
should be closely co-ordinated with those of the local 
government departments with which they must work. 

There should be a close working relationship between 

(Continued on inside back cover) 
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State Governments and 

oa Post-war Community Development | 
litation of 
d 
By Hersert U. NELSON 
eal “xecutive Vice-President, National Association of Real Estate Boards * 
ssem ling 
. of N ALL OUR earnest talk about post-war employment big wave of post-war building. More than 90 per cent pice 
es, publ there is nothing that has caught our hopes so hard __ of our cities are undersupplied with dwellings, a recent 

No fe as the generally-expected wave of new home con- survey shows. But undersupply does not automatically 

res of “e sruction and a gradual and long-needed rebuilding of — produce construction. Building comes in volume only 

scons our cities. Hardly a public statement by economist, when it looks as if such a long-term commitment of a 


he use of 
velopment 


business leader, or political leader measuring the sources 
of post-war employment fails to put major dependence 
on a pent-up demand for construction, especially for 


man’s capital will pay out. Note that for the last fifteen 
prosperous years, despite increasing demand for space, 
we have had a greatly inadequate volume of dwelling 


mal dwellings. The popular faith in a coming building boom construction. 
recapture | POPS HousinG AN Aspect oF COMMUNITY DEVELOPMENT 
-of urban State governmental authorities may well have noted 
» for dis. | this also: Among groups having a special concern with Until the first essential state action is taken, the indi- 
le stand. | utban development—architects, builders, mortgage lend- vidual community is helpless to open any large-scale 
hin their} > real estate boards, civic organizations, city officials, redevelopment. For to change the whole character of a 
housing officials—there is a surprising unanimity of slum or blighted area, the replanning and reconditioning 
opinion that now is the time when we can and must set or rebuilding must be done over a fairly large area— 
going the machinery to eliminate slums. Now the time perhaps forty acres OF so. It might sometimes be a 
» of lang | is tipe to reconstruct the dismal blighted areas around square mile. A single new structure here and there ina 
$ part of | the core of practically every city that are spreading with sea of blight soon sinks to the level of its surroundings. 
elated to | increasing social and economic loss. The time gives us One thing we have learned pretty thoroughly in recent 
rom that | the opportunity for a large-scale replanning and gradual years is the fact that good housing means not only good 
yusing is rebuilding of these rotting portions of our cities and for walls and a good roof but a good neighborhood as well. 
by anal- creating in their place either roomy, healthful, and To assemble such a large urban area for redevelop- 
cteristics | pleasant residential neighborhoods or whatever other ment, it will be necessary to be able to employ the power 
tandards | kind of development would be most suitable there. of eminent domain. All informed groups in the housing 
for farm | All this is with reason. When the war ends we face field agree to this. 
ig. Rural | the possibility of unemployment for more than fifteen But in practice the only way we can rebuild these ex- 
recessary | million men. But if given the needed facilities, com- —_ tensive areas and maintain our democratic way of life 
ng hous- | munity development and redevelopment by private en- is through their rebuilding by private enterprise. 
ig plans | terprise (which, of course, would involve public works Power must be created by state legislative action, 
d use of | aso) can very soundly employ from twelve to fifteen therefore, to bridge this gap and team up private ener- 
| require , million persons in cities, towns, and rural areas on a _ gies and public facilities for the job. 
using, | $10 billion a year building program for many years after There is one major difficulty in the operation. The 
the war. If we can set private enterprise to work at price that will have to be paid for the near-in areas, 
ceaning up our blighted areas and slums, relics of a whether acquired by negotiation or by condemnation, 
sram for | crowded kind of land development obsolete in this auto- will ordinarily be higher than the new uncongested de- 
ir imme- | mobile age, this will constitute, in fact, a new industry. velopment will justify. Some plan must be put to work 
y-income | It will be as vigorous a young giant as the automobile that will absorb this excess land cost. (In England, the 
- private industry when it was new, following World War I. It government has the power to take slum land at its re- 
1ow the | will activate many related supply and equipment indus- development value. Our Constitution makes such pro- 
ion toan | tries. The program, if we have sense enough to get it cedure impossible here. ) 
compre- | going, can be made the balance wheel of the entire When state action has opened the door for community 
rtunities | American economy for years to come. rebuilding, federal | eae ~ fan the Bano 
: in. Income tax exemptions could with propriety be arrang 
= Neep For Low-cost Private HousinG to compensate for and absorb the excess land costs. But 
e acqui- Genuinely low-cost housing by private enterprise for this should be our cardinal principle of public policy: 
ivate or | 'ow-income families will be one important result. Direction of the rebuilding should be at all times wholly 
thorities | We will need certain new mechanisms and facilities. | in the hands of the local community itself. 
he local | Here the states can open the way. Above all, men in The character and welfare of American cities for 
work. Whose hands is the responsibility for public policy in several decades is to a great degree involved in the de- 
between } the state or the federal realm must remember this: Un- cisions we make now in respect to post-war housing and 


less we have the necessary conditions, there will be no 


urban rebuilding. We want cities whose physicai struc- 
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ture suits modern transportation and modern standards 
of living, cities efficient for our post-war needs. Our 
eventual goal must be decent housing for all our citizens. 
Involved, therefore, in our present decision are some 
fundamental questions of public policy with respect to 
housing for low-income groups, and some even wider 
questions of public policy in respect to the tax relation- 
ship of local governments with the state and federal 
governments. The federal-local fiscal relationship in- 
volved in our housing problem is becoming a matter 
critical in the preservation of healthy local government. 

A really great program of community development 
would call for action something like the following : 


Proposep STATE ACTION 


1. Local community development authorities should 
be authorized in every state by state enabling acts, of- 
ficered by a board appointed by the city, town, or county 
which creates them, and having powers and functions 
as follows: (a) To assemble land, using the power of 
eminent domain, in areas designated as ripe for building 
or rebuilding by the local city council or other govern- 
ing body; (b) to develop a general plan for redevelop- 
ment of these areas in accordance with the general city 
plan, and lease or sell them to private persons or firms 
or corporations for rebuilding in accordance with such 
conditions as may best serve the community welfare. 

Such authorities should be authorized not only in 
Ciiies, but in counties and small towns. To finance these 
authorities we must find a plan that will produce un- 
precedented low interest costs, since they must have 
funds to cover not only land costs but replanning, re- 
platting, and installation of the necessary public facili- 
ties to prepare sites for private building. Two possible 
plans are under discussion. If bonds are used, they 
would be secured by the purchased lands, and so might 
very properly be given state authorization outside the 
debt limits of the cities. 

2. State legislation should be enacted in all the states 
to provide for city and county planning commissions 
with powers to plan and establish land uses. We must 
find a way to unify the work of city planning commis- 
sions over the city’s entire metropolitan area. 

3. States, as well as local communities, should take 
action toward setting up minimum housing standards. 
Coupled with this, we need a better enforcement of 
health and safety laws—including demolition, as soon 
as war conditions permit, of substandard and unfit 
dwellings. This can do much to correct present slum 
conditions and prevent future blight. Some of our pres- 
ent bad housing is to be found in the rural shacks of 
certain regions and housing outside the jurisdiction of 
city governments. 

4. States (and the federal government) should seek 
such adjustment of the tax system as would encourage 
real estate ownership rather than destroy it, as our 
present system tends to do. They should seek elimination 
of the present overlapping federal, state, and local taxes 
on real estate, and give the local communities an oppor- 
tunity to stabilize their finances, which depend almost 
entirely on real estate. The tax situation—national, 
state, and local—is a fundamental factor in the outlook 
for new building and for a widespread home ownership. 


One step much needed is completely within the Power 
of the individual states. A limitation on the totaj tay 
rate which can be levied on real estate has now been 
adopted by nine states. Such a limitation should be ex. 
tended to all states. This program should have the sy 
port and assistance of the federal government, Reg 
estate development, since it is a long-range undertaki 
often involves great risk, and tax fluctuations cap Ps 
stroy and have destroyed many sound ventures, Th 
mortgage business has now been adjusted so that mor. 
gage charges can be predicted and counted upon fo, 
twenty or twenty-five years in advance. Similar action 
must be taken to reduce local taxes and also to place, 
ceiling upon them. 

In practice it is found that a ceiling on the over-aj 
real estate tax rate is an effective start toward mor 
equitable taxation. In practice it brings a widening of 
the state’s tax base and the allotment of net revenye 
sources to schools and the like, so strengthening local 
governmental finances. 


Prorosep FEDERAL ACTION 


1. A federal-state-local tax commission should be 
created at once by Congress, and participated in by all 
three levels of government, in order to unscramble the 
structure of federal, state, and local taxation, eliminate 
duplicating and overlapping taxes, and so remove some 
of the excessive burden on shelter. Incidentally, our 
federal government, instead of asking for tax remissions 
from local government on federal properties, should pay 
the full cost of local governmental services rendered to 
such properties, thus dealing fairly with local govern 
ment instead of imposing added burdens upon it. 

2. Home owners who occupy their own homes should 
be permitted under federal law to deduct annual depreci- 
ation in reporting their taxable income to the Bureau 
of Internal Revenue. A home is not consumption goods. 
It is an economic asset, but it is also a wasting asset 
with a limited life. It is, therefore, just as much entitled 
to depreciation as any other asset, plant, or natural re- 
source. Deductibility for depreciation on owner-occupied 
homes would greatly encourage home ownership and 
sound community rebuilding. The present law acts asa 
deliberate discouragement. 

3. The federal government should not itself undertake 
to build or operate any form of permanent housing for 
private use. Structures which the federal government 
may build in such war or other emergencies as transcend 
local capacities should be like a splint put on to help 
heal a fracture. They should be temporary in character. 
We should not allow this “splint” to distort the perma 
nent development of communities. Housing owned by 
the federal government should as soon as possible be 
sold to normal private investors. 

4. The federal government should adjust its income 
tax system in such degree as may be necessary to create 
an incentive for large-scale gradual rebuilding of our 
communities. Such a policy would be at once our best 
possible insurance for steady post-war re-employment 
and our best path toward the production of good hous- 
ing, including enough genuinely low-cost housing for all 
our families. (a) Exemption from federal income taxés 
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sould be given to money invested in the bonds of local 
community development authorities, if these authorities 
are financed by bond issues. This should produce the 


very low interest rate necessary for financing these au- 
thorities. (b) Alternatively, the federal government 
might create a revolving fund from which local authori- 
ties might borrow, repaying it from income derived from 
ground leases. But in recent months sentiment has 
grown strong that, whatever the method through which 
federal encouragement be given, all decisions of a pub- 
lic nature as to the where, when, and how of the rebuild- 
ing program must be in the hands of the local community 


itself. 
MunicipAL PROBLEMS 


When the automobile came suddenly into almost uni- 
yersal use it greatly enlarged, almost overnight, the ra- 
dius that was feasible between the working center of the 
city and the homes of its citizens. In so doing, the auto- 
mobile caused what amounted to an explosion of the 
city’s population out to suburban areas. Meantime, use 
of electrical power lines and other developments in 
power, transportation, communication, and the like, 
enabled industries to locate far away from the city cen- 
ters. All this invalidated, for every city, ideas that had 
become very general as to how large and how rapidly 
the city would grow. Once valuable near-in neighbor- 
hoods of horse-and-buggy days, that everybody then 
supposed would presently be needed for apartments or 
for business or industry, fell into decay. Laid out in 
narrow lots, they were not wanted for modern residential 
living. The very delusion that the land would some day 
be wanted for skyscrapers or factories or other inten- 
sive use has stood in the way of any voluntary pooling 
of the properties to give breathing space for modern 
redevelopment. High assessments on those areas reflect 
the old illusion and preserve it. 

The partially abandoned areas have become deficit 
areas—utterly incapable of making a tax return at all 
commensurate with the city’s outlay there in streets, 
sewers, lights, schools, and the like. And the constant 
fight of population to the suburbs, as decay spreads 
within the city’s heart, costs the municipal government 
so much, for greatly extended streets and all other pub- 
lic utilities, as to mean bankruptcy, if unnecessary de- 
centralization is not checked. 


ReceNtT STATE REDEVELOPMENT LEGISLATION 


Eight states have already recognized the problem and 
have, rather recently, adopted redevelopment laws, all 
on the same general pattern. These laws in all cases 
acknowledge the need of employing the power of eminent 
domain in order to assemble sufficient area for replan- 
ning. They all recognize the rebuilding of blighted 
spots as a matter of the public welfare, and they all 
attempt to draw private enterprise into the rebuilding 


- Job under suitable conditions to insure the achievement 


of the public purposes involved. So far, however, the 
conditions set up have been inadequate. This is indi- 
tated by the fact that no new development has yet been 
arranged for under any such law, except under a very 
recent New York amendment. This aimed at out-and- 


out investment in rebuilding projects by life insurance 
companies, under a twenty-five-year freezing of local 
taxes. 

Our cities are the nation’s most valuable single physi- 
cal asset. They constitute a great plant worth well over 
$120 billion. 

Our national government, quite as well as state gov- 
ernment, has a great stake in the health of this great 
plant. A great share of its tax revenues comes from the 
cities. As a war aftermath we shall have a heavy burden 
of debt on the federal treasury. The government can 
best carry this burden if the sources of its tax revenue 
are healthy. That is to say, it can best carry it upon 
an expanding economy based on thriving private enter- 
prise. 


Post-waAR REBUILDING OF CITIES 


Blight has rusted out somewhere between one-fifth 
and one-fourth of that $120 billion machine-for-living 
that we call our cities. And blight—like rust—eats on 
constantly, corrupting contiguous areas. Certainly our 
government, at the state and the national levels, can 
set up no more solid economic insurance for our post- 
war years than would be created if it sets in motion, 
through appropriate governmental aids, the private-en- 
terprise rebuilding of our cities. 

The program here outlined for a constant gradual re- 
newal of our cities is, to be sure, intricate. Such a 
program must be on a great scale. Admittedly, it will 
be impracticable to achieve such a program as this by 
reaching some simultaneous agreement on policy as be- 
tween the federal government, the individual state gov- 
ernments, and the local governments. We have no 
machinery as yet for reaching even such a fundamentally 
important agreement as the assignment of revenue 
sources between these three levels of government. 

But happily it is not necessary to wait for action 
until the program in full can unfold. We can begin now 
with the key steps and these will stand on their own feet. 

Writing into the Revenue Act an incentive to produce 
a volume of post-war rebuilding would, create that in- 
centive without any possibility of federal encroachment 
in local fields of authority. Already nineteen types of 
activity of comparable public interest are almost wholly 
tax-exempt under federal law. But the first action 
needed is one that is in the realm of state government 
entirely. This is legislation to grant to local communi- 
ties the right to purchase or condemn land for large- 
scale replanning and rebuilding and, where appropriate 
conditions and safeguards have been set up, to lease or 
sell the land to private persons, firms, or corporations 
for such controlled redevelopment. : 

This grant of power can very properly be made with- 
out waiting for the working-out of detailed proposals or 
detailed systems of control. It stands on its own feet 
as a measure clearly in the public interest. 

I earnestly feel that the time has come when men of 
all groups are reaching a meeting of minds upon the 
essentials for better city building. With so much at 
stake, let us close our ranks and hammer out—in na- 
tional councils and in every state—the essential mecha- 
nisms that will start it on its way. 
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Tax Problems 
(Continued from page 423) 


the public interest. Providing a favorable environment 
for enterprise does not mean, however, that business or 
any other group shall be above the law or have special 
privileges contrary to the public welfare ; freedom does 
not mean license or even subsidy. 

Government-made taxes are a part of the environ- 
ment that sometimes needlessly restricts production and 
employment. For example, extremely high excess- 
profits and other taxes may reduce incentives to invest- 
ment, production, and employment and increase the in- 
flation they are expected to restrain. On the other hand, 
the failure to tax or otherwise restrict excessive war 
profits may aggravate labor, reduce production, and lose 
a war. The federal government and most states tax 
corporate earnings in such ways as to discriminate 
against the corporate form of organization, against 
equity versus borrowed capital, against irregular versus 
regular income, and in this way discriminate against 
venture capital and promising new “growth” industries 
which give most productive employment to labor and 
capital. High tax rates might be very helpful in check- 
ing a boom in its incipient stages and might also produce 
enough funds to redeem large parts of the national debt. 
On the other hand, such high taxes might be very harm- 
ful in the incipient stages of a depression; they might 
even make a serious and prolonged depression inevitable. 


Basic DIFFICULTIES 


If the people of the United States really want to re- 
duce taxes, enlarge and stabilize the national income, 
and promote the general welfare most substantially, 
they should tackle the main root of their troubles—war. 
Directly and indirectly, war has been the cause of 
three-fourths to four-fifths of our national expenditures 
and taxes. It is the great interrupter of civilian produc- 
tion, as well as the great destroyer of life and property. 

The various parts of the modern national and global 
economic system are very interdependent—unlike those 
of our former almost isolated, self-sufficient agricultural 
small-town economy. This interdependent system is 
very efficient as long as all parts articulate and operate 
smoothly and continuously, but stoppage of any impor- 
tant part slows down or brings disaster to large parts 
of the economy, if not to the whole economy. Our civili- 
zation can no longer afford the increasingly severe 
shocks, interruptions, and destruction of either military 
or industrial warfare. Ways and means must be found 
for preserving the peace without stopping the function- 
ing of the productive and distributive processes upon 
which all depend. Reasonable men of good will with 
proper public support can and must gradually work out 
the necessary organizations to adjust pent-up pressures 
promptly and continuously as they arise, and thus pre- 
vent worldwide explosions and holocausts. 

Our tax problems are serious enough, but they are 
largely symptoms of more basic problems. We and the 
rest of the world have never confronted a more fateful 
crisis than we face today. Governments have a peculiar 
and overwhelming responsibility to solve this problem, 


to establish the machinery—courts and other agencies— 
through which the people’s will to peace can and will 
be made effective. This will require the CO-ordinated 
and united efforts of all national, state ( provincial), anq 
local units of government of all important countries. 


Post-war Planning 
(Continued from page 416) 


is any basic tradition of American enterprise, it is the 
right and freedom to start one’s own business ang 
make it grow through hard work and private initiatiye 

This tradition has been strengthened during the war 
At least a million servicemen, and possibly an eyey 
greater number of war workers, hope to start smal 
businesses after the war. These intentions, backed y 
by new skills, personal savings, and forward-looking inj. 
tiative are perhaps our greatest post-war planning as. 
sets. They represent the seed bed of new enterprise 
which will not only provide jobs for their owners byt 
for the employees which they will need to grow. If g 
million such new small businesses are born in the jm- 
mediate post-war period, which is a very reasonable ex- 
pectation, they could provide at least a third of the 
seven to ten million new jobs we will need to achieve 
a high-level prosperous economy. 

It should be a definite part of the post-war plans of 
established business—of banks, of trade associations, of 
business leaders in every community—to help these 
newcomers get started. Hundreds of local CED groups 
have separate subcommittees on the special problems of 
small business. Local chambers of commerce and other 
community organizations of business men have under- 
taken similar special efforts to help new businesses get 
born and small ones grow larger after the war. 

But here again, the best efforts of these hopeful new 
enterprisers may fail if their growth is stunted by a neg- 
ative climate. And climate in this case means not only 
the implications of national regulations such as taxes, 
Social Security, etc., but state and local business controls 
which have become outmoded and no longer serve any 
useful purpose. Technologically, we have made one tre- 
mendous jump forward as a result of our combined war 
effort. Business must take this jump into account in its 
post-war planning, and government must also recognize 
that new rules are needed to meet the new situation. 

The national, state, and local governments also have 
the direct and immediate responsibility for developing 
plans and blue prints for public works projects. There 
has been altogether too much stratospheric talk about 
public works and too little down-to-earth action in the 
form of detailed blue prints and financial plans. The 
actual number of productive jobs that can be provided 
by public works projects which have gone beyond the 
talk stage is distressingly small when measured against 
the glib statements which have been made too often that 
if jobs aren't available in the field of private endeavor 
the government will supply them. 

Winning the peace may prove to be a very tough as- 
signment—but win it we must—and win it we will if gov- 
ernment, business, agriculture, and labor join forces 
and work together for the common goal. 
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Wisconsin 
(Continued from page 421) 


As regards highways, actual blue prints are ready and 
the right-of-way acquired for a program contemplating 
the construction of a mileage of high-type road estimated 
to cost more than $16 million. 

Not much is known regarding the actual extent to 
which plans for public works to be built by counties, 
cities, villages, and towns have arrived at the blue-print 
stage. All governing bodies are reluctant to invest money 
in plans until they know for sure that the work will be 
done. This is difficult to overcome. But some blue prints 
are ready. On the other hand, substantially all local gov- 
ening bodies have done much to place their financial 
houses in order. They have paid debts and accumulated 
reserves to finance post-war projects. Some have done 
both. 

The State Planning Board continued the activities of 
the Public Works Reserve (the WPA-financed public 
works programming project of the PWA and the 
NRPB which was terminated in July, 1942) and has 
since held itself out as willing to assist local governing 
bodies in the technical details of public works program- 
ming. Five meetings held by the League of Wisconsin 
Municipalities throughout the state during the last week 
in July, in which the Planning Board participated, 
showed an active interest and a desire on the part of 
ical governing bodies to sponsor sound and necessary 
public works projects. The writer believes that there 
will be such a program, bearing some reasonable rela- 
tion to the need for employment. It is safe to say that 
any post-war public works program carried out will con- 
sist of necessary improvements much better planned 
than was the case under WPA, and constructed accord- 
ing to generally approved methods. 

Wisconsin is not and will not be a problem state. 


Housing 
(Continued from page 428) 


local housing authorities and local planning commis- 
sions. The housing authority should participate in the 
preparation, and the evaluation through the years, of 
the housing parts of the community plan. 


THe oF THE STATES 


There is wide variation in the extent to which states 
have taken an interest in housing. In a few, almost 
nothing has been done. In contrast, New York has made 
lunds available for public housing, has provided for 
assistance to limited-dividend corporations, and has put 
into effect extensive legislation providing for housing 
tegulations, as well as authorizing local housing au- 
thorities. State housing agencies should be established 
only when they can serve as instrumentalities in effective 


‘State participation in achieving the objectives of a com 


prehensive housing program. 
Tae FeperaAL GOVERNMENT'S Part 


The translating of a comprehensive national housing 


| Policy into effective action requires that there be a per- 


manent federal housing agency responsible for co- 


ordination of all the activities of the federal government 
in respect to housing, including the administration of 
such federal funds as may be made available for slum 
clearance and low-rent housing. The national contribu- 
tion should take the form of encouragement, research, 
technical assistance, participation in subsidy as needed, 
and other forms of financial assistance, but not of 
control. 


GETTING READY FOR AFTER THE WAR 


Provision should be made now for a permanent fed- 
eral housing agency, so that it can be ready and func- 
tioning when the war ends. 

The interest of the local community is paramount in 
the disposal of war housing, and a designated local 
agency should have a determining voice in decisions as 
to how and when disposal is to be effected. 

The total amount of permanent war housing that will 
remain after the war will fall far short of satisfying 
normal housing needs. Communities in which no hous- 
ing has been produced for several years may face acute 
housing shortages with the return of war workers and 
servicemen and women, and may require the provision 
of emergency housing. If the materials and manpower 
situation permits, some resumption of non-war housing 
construction should be permitted before the end of the 
war in order to serve civilian needs and to help in getting 
the house production industry ready for its post-war job. 

Housing construction, both private and public, is an 
important part of total construction and can aid in pro- 
viding immediate post-war employment. How effective 
it will be for this purpose will depend on its being ready 
to go at the end of the war. Getting ready requires ad- 
vance acquisition of land wherever possible and, at the 
least, advance preparation of plans and specifications. 

Serious mistakes may be made unless housing con- 
struction is related to comprehensive programs based on 
intelligent community planning, and such plans and 
programs should be developed forthwith. 

While there may be Congressional action to aid local 
plan preparation, local communities should proceed on 
their own initiative in developing local housing programs 
and devising means of obtaining funds for their exe- 
cution. 

The unprecedented demand for housing when peace 
comes may result in typical “boom” conditions for hous- 
ing production. There may be land platting far beyond 
the need. Measures of guidance and control should be 
put into effect by local communities and should be made 
ready by governmental and private financing agencies, 
in order to avoid such distortions and unbalance in 
housing production and community development as oc- 
curred after the last World War. 


A CHALLENGING OPPORTUNITY 


No period in the nation’s history has had such pos- 
sibilities for doing great things in housing as that which 
lies ahead. With private enterprise, government, and 
labor working as understanding partners and supported 
and encouraged by an intelligent and vocal public 
opinion, the goal of adequate housing for all of our 
people can be attained. The post-war years can be our 
“golden age” in housing. 
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